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Abstract 
Purpose – The purpose of this paper is to provide an overview of the profile of internal audit 
in five Asia-Pacific countries and investigate the usage and compliance with the Institute of 
Internal Auditors (IIA) International Standards for the Professional Practices of Internal 
Auditing (Standards) by organizations' internal audit activities (IAAs). This paper shows the 
differences between Australia, China, Japan, New Zealand and Taiwan. It also discusses part 
of the results of the Common Body of Knowledge 2006 global study conducted by the IIA. 
 
Design/methodology/approach – The paper reports the results of a questionnaire survey sent 
to the global membership of the IIA in September 2006 on various aspects of internal audit 
practices. 
 
Findings – The profile of internal audit differs amongst the countries with much older 
organizations exist in Australia, Japan and New Zealand. Respondents in New Zealand, 
Japan, Chinese Taiwan, China and Australia all report to have a reasonably high level of 
usage of Standards. However, Australia has the highest number of respondents who report 
that they are in full compliance of the Standards. 
 
Originality/value – This is the first global study of internal auditors' compliance with the IIA 
Standards. 
Introduction 
The Common Body of Knowledge (CBOK) 2006 study is part of an ongoing global research 
program funded by the Institute of Internal Auditors Research Foundation (IIARF) to broaden 
the understanding of how internal auditing is practised throughout the world. The overall 
purpose of the CBOK 2006 project was to develop a very comprehensive database to capture 
a current view of the global state of the internal audit profession. The database contains 
information about compliance with The Institute of Internal Auditors' (IIA) International 
Standards for the Professional Practice of Internal Auditing (Standards), the state of the 
internal audit activity (IAA) in organizations, staffing, skills, competencies, and the emerging 
roles of the IAA. Some information was also collected about the influences of cultural and 
legal factors about the development and practice of internal auditing around the world. The 
objective is to establish a baseline for comparison when the CBOK study is repeated in the 
future to document the evolution of global internal audit practice. The aim of this paper is to 
report and consider some of the major aspects of the CBOK study in respect of internal 
auditing in Australia and the Asia-Pacific region. In particular, the profile of internal audit in 
Asia and the extent of compliance with the Standards are discussed. The paper focuses on 
five countries; namely, Australia, New Zealand, China, Taiwan and Japan. 
Literature review 
It is recognized that the global demand for improved corporate governance has prompted 
much legislative and professional reform world wide. While publicly listed companies 
throughout the world increasingly mention governance in their annual reports, they seldom 
provide many details (as indicated by Hanif Barma, a partner of Independent Audit Ltd in the 
UK (cited in McCollum, 2006)). Barma also notes that there were even fewer companies that 
discuss the specifics of internal auditing's role in governance. The extent to which internal 
auditors are involved in assessing governance differs from organization to organization and 
country to country. The UK's Combined Code places emphasis on governance, taking a 
“principle-based”, “comply or explain” approach. Australia has followed a similar path. 
Michael J.A. Parkinson, Director, Government, with KPMG in Canberra, Australia, has 
remarked that: 
It is common for boards and senior managers to seek internal audit input on the governance of large projects. It 
is less common for this advice to be sought in relation to the organization as a whole (cited in McCollum, 2006). 
Following the financial market collapse in the late 1990s, market regulators in many 
countries throughout Asia have adopted corporate governance reforms for publicly listed 
companies. Countries such as Malaysia and India have passed legislation regarding 
governance, while others have leaned towards a less-stringent approach. Despite this trend, 
many countries in the region still do not require publicly listed companies to have an internal 
audit department. “Just as internal auditing's role in governance depends on the maturity of 
governance processes within an organization, so does it depend on the maturity of countries”, 
says Wee Hock Kee, partner of CG Board Asia Pacific Sdn Bhd in Kuala Lumpur, Malaysia. 
He notes: 
Many Asian companies are looking for internal auditors to help them with governance concerns. Internal 
auditors provide assurance on internal controls at the business-unit level, and, to a lesser extent, provide 
independent assurance to the audit committee on management's governance activities. But internal auditing 
hasn't become a full partner in governance by advising management and the board on sound governance 
processes (cited in McCollum, 2006). 
As reported in the IIA chapter news, the Asian Confederation of Institutes of Internal 
Auditors (ACIIA, 2006) was conceived at the 2001 Asian Regional Conference in Malaysia 
and was subsequently convened in 2005. The ACIIA aims to provide leadership for the 
profession of internal auditing and to co-ordinate the development and enhancement in the 
Asian region. Its enlisted aims include enhancing the standards and practices of the 
profession and the adoption of international and regional best practices in internal auditing. 
Jackson (2008) argues that whether their assignments are domestic or offshore, internal 
auditors are facing the challenge of an ever-expanding, global workplace. However, internal 
auditors speak a universal language – there may be different control frameworks, but they 
follow the same professional guidance, ethics and standards provided by the IIA (Jackson, 
2008). 
While internal auditors “speak a universal language”, it is arguable that in practice, internal 
auditors in different countries may have different educational and professional background, 
with differences in their perception of the Standards and their compliance. Moreover, 
especially in non-Anglo countries, the development of internal audit as a profession may be 
different, leading to differences in the perceived importance of some skills and competence. 
Thus, this paper reports on a brief profile of internal audit in the Asia-Pacific region. In 
particular, the paper examines the education and professional qualifications of internal 
auditors, how long they have been members of the IIA, and the length of time that internal 
audit had existed in their respective organizations. Further as indicated above, the paper 
attempts to assess the extent of compliance with the internal audit Standards, the reasons for 
non-compliance and a review of the perceived importance of various skills and competence. 
This background information will help readers appreciate the context of the internal audit 
profession as it exists in some selected Asian countries. 
While the CBOK project aims to provide an extensive overview of internal audit world wide, 
this paper focuses on five Asian countries; namely, Australia, China, Taiwan, Japan and New 
Zealand. The CBOK project teams had examined a number of clusters of countries. The 
Asian countries are divided into three clusters: Australasia, Confucian Asia and Southern 
Asia. Australasia includes Australia, New Zealand and Papua New Guinea. Confucian Asia 
comprises China, Chinese Taiwan, Hong Kong China, Japan and Korea. On the other hand, 
Southern Asia is made up of a number of countries, including India, Malaysia and Singapore. 
Owing to the significance of religion and the diversity of culture amongst the Southern Asian 
countries, this paper concentrates only on Australasia and Confucian Asia. Also, countries 
with very low responses are excluded from the analysis, namely, Papua New Guinea (two 
responses), Hong Kong China (six responses) and Korea (one response). 
It should be noted that the literature on internal auditing in the Asia-Pacific region has been 
reported in Cooper et al. (2006, pp. 822-34) and is not repeated in this paper. Further, the 
literature review in Burnaby et al. (2006) in this issue is also relevant to this paper. The 
following research questions are addressed in this paper: 
RQ1. What is the level of usage of and compliance with the Standards in the Asia-Pacific 
region as defined by the countries of Australia, China, Japan, New Zealand and Taiwan? 
RQ2. Do the countries in the Asia-Pacific region differ in their compliance with the 
Standards? 
RQ3. Is guidance for usage of the Standards and Practice Advisories adequate? 
RQ4. What are the reasons for lack of compliance with the Standards? 
RQ5. What technical and behavioral skills are perceived to be important by internal auditors? 
RQ6. What type of competencies is perceived to be important by internal auditors in the Asia-
Pacific region? 
Method 
Data in respect of Australia and Asia-Pacific countries were selected from the CBOK (2006) 
database (discussed previously), developed in 2006-2007 by the IIARF. Three research teams 
were engaged in this worldwide effort from Europe and Africa, Asia and the Pacific, and the 
Americas and the Caribbean. The research resulted in the development of the most 
comprehensive database ever to capture a current view of the global state of the internal 
auditing profession (Burnaby et al., 2007). At the core of the CBOK 2006 study were three 
surveys sent to internal auditors world wide to gather information concerning how they 
comply with the Standards, how their IAAs function and the emerging role of the IAA in 
their organization. 
One survey was sent to chief audit executives (CAEs), another to all other levels of internal 
auditing practitioners, and a third to the leadership of the IIA's affiliates. Since the Standards 
were first promulgated, internal auditors have had the opportunity to apply them to create a 
high level of standardization resulting in best practices for internal auditors world wide. 
While the Standards provide a unifying mechanism for enhancing value and consistency 
across diverse legal and economic environments, research would suggest that cultural, legal 
and economic differences influence the practice of internal auditing in each country. The 
CBOK 2006 study has produced a body of data for the continuing study of the evolution of 
the global practice of internal auditing. 
Sample 
Table I presents the total number of internal auditor members in each country in the study as 
of September 30, 2006, the date the questionnaires were electronically distributed, and the 
number of usable responses from each country. The total number of usable responses from 
the Asia-Pacific countries is 582 with an overall response rate of 5.53 percent of the 
membership for the affiliates included in this paper. 
As indicated above, 582 usable responses were received. It is acknowledged that it was a low 
response rate, despite the surveys being translated into individual country languages. As the 
data varies from country to country, with some countries having a relatively low number of 
responses, this paper will provide only descriptive statistics. 
A profile of internal audit in Asia-Pacific countries 
Table II lists information about the professional rank of the respondents. The χ 2 test of 
expected vs observed frequencies of professional ranks by country indicates significant 
differences (χ 2=72.52, p<0.000) between the countries' respondents. Noteworthy differences 
indicate that Australia's respondents have the highest percentage of CAEs (40.9 percent) 
followed by New Zealand (34.2 percent) and China has the lowest percentage (21.7 percent). 
The order was largely reversed for the audit manager category, with New Zealand having the 
highest percent (39.5 percent) and Taiwan the lowest (9.3 percent). Australia and New 
Zealand have the lowest level of participation by the audit staff, particularly compared with 
China and Taiwan. The figures appear to suggest that in Australia and New Zealand, the audit 
teams are small and highly skilled, whereas in the Asian countries the reverse appears to be 
true, perhaps reflecting a less-developed profession with lower level of resources given at the 
lower levels in the Asian internal audit teams. 
Table III presents the summary data on respondents' ages. The age categories are 
significantly different by country (χ 2=1.124, p<0.000). None or very few of the respondents 
were 25 years or younger, with a slightly higher number in New Zealand. China and Taiwan 
both have a higher proportion of internal auditors between the age of 26 and 44 while 
Australia, New Zealand and Japan all have higher numbers in the older age brackets. In the 
case of Japan, internal auditors appear to be from a senior generation. This reflects the 
differences in education systems where some countries (such as Japan) have four-year 
degrees and conceivably most internal auditors come into internal audit after some experience 
in a public accounting firm. There is also a bunching in the 35-54 range in Australia and New 
Zealand, which may support the argument that internal audit in Australia and New Zealand 
are made up of more experienced but leaner teams than in the Asian countries. China and 
Taiwan also show similarities with nearly 80 percent of staff in the 26-44 year age range. 
Japan on the other hand is more like Australia and New Zealand, although with an older age 
profile, given the high 22.4 percent in the 55-64 age range. 
Data relating to the respondents' highest level of education are shown in Table IV. The χ 2 
test shows significant differences by country (χ 2=92.162, p<0.000). While 13.2 percent of 
New Zealanders only have Secondary/High School Education, all other countries show 
figures more in line with the expectation that internal auditors typically come from a business 
degree (or diploma) background. In terms of masters degrees, Australia clearly stands out but 
there is relative consistency across the other countries. Both Australia and Japan have a 
higher percentage of internal auditors who have received either a bachelor, masters or 
diploma in areas other than business. 
Table V shows the number of years respondents have been members of the IIA. The 
membership period differs significantly by country (χ 2=81.968, p<0.000). As one would 
have expected given the considerable growth of the IIA membership in recent years, the 
majority of the respondents have been members for five years or less. China has the largest 
number of respondents that have been members for five years or less followed closely by 
Japan and Taiwan. Conversely, in the Anglo-Saxon countries of Australia and New Zealand, 
the proportion of the respondents who have been members of the IIA for 11 or more years is 
more than the others in the Asia-Pacific region, reflecting earlier development of IIA 
branches and the use of internal audit in those countries. 
In reviewing the profile of internal auditors in the countries, we also investigate the type of 
professional qualifications held by internal auditors. Table VI lists a number of related 
professional qualifications and shows the significant differences between the countries. A 
relatively low proportion of internal auditors have professional qualifications in areas other 
than public accounting. It is noted that Japan has the highest proportion of members with 
internal audit qualifications (83.3 percent), and a higher proportion holding qualifications in 
information systems (12.1 percent), control assessment (9.1 percent), and financial services 
(9.1 percent). Australia and New Zealand are the two countries that have a stronger tradition 
where individuals follow a career from professional accounting to internal auditing. China, 
Taiwan and New Zealand also recorded a higher percentage of internal auditors who hold 
qualifications outside of the list. Also a common phenomenon is found in the relatively small 
proportion of internal auditors who held a qualification in fraud examination and in financial 
services. Significant differences are found in the proportion of internal auditors holding 
qualifications in internal auditing, information systems, public accounting, management or 
general accounting, financial services and financial analyst. More internal auditors attained 
fellowships in professional accounting qualifications in Australia and New Zealand. 
Tables VII and VIII provide the age of the respondents' organizations and the number of 
years IAAs have existed in those organizations. All countries show that internal audit has 
become more prevalent in recent years. More IAAs had occurred over the last ten years 
across all five countries, with increases in China (53 percent), Chinese Taiwan (62 percent) 
and Japan (53 percent), more so than in Australia and New Zealand. However, comparing the 
age of the organizations, it shows that 62.5 percent of Chinese, 68.7 percent of Taiwanese 
and 83.9 percent of Japanese organizations were more than ten years old. This trend suggests 
that countries like China, Chinese Taiwan and possibly Japan have seen a significant 
development in internal audit in more recent years. 
In summary, the following is a snapshot of internal audit in Australia, New Zealand, China, 
Chinese Taiwan and Japan: 
 More internal auditors in Australia, New Zealand and Japan held senior positions than 
those in China and Chinese Taiwan. 
 The age profile of internal auditors in Australia, New Zealand and Chinese Taiwan is 
more widely spread, while those in Japan tend to be relatively older and those in 
China younger. 
 Most internal auditors hold a bachelor or diploma in business, while more internal 
auditors in Australia and Chinese Taiwan hold a masters or graduate degree. 
 Most internal auditors in Australia and New Zealand hold a professional qualification 
in accounting but this is not the case in China, Taiwan and Japan. 
 While a higher percentage of respondent organizations in China and Taiwan are 
younger organizations, most IIAs have existed for less than ten years. 
 In the next section, we will discuss the usage and compliance of the Standards. 
Level of usage of and compliance with the Standards 
Tables IX and X provide some details of the usage of and compliance with the Standards. In 
general, the results show a high percentage of usage, either in whole or in part, of the 
Standards, with an overall average of over 75 percent usage. When respondents were asked 
about their full or partial compliance of individual Standards or Practice Advisories, Australia 
and New Zealand recorded a higher percentage of full compliance (60.8 and 51 percent, 
respectively) than China (38.8 percent), Chinese Taiwan (42.6 percent) and Japan (30.1 
percent). Less internal auditors complied fully with Standard 1300 Quality Assurance and 
Improvement System with more internal auditors in China, Chinese Taiwan and Japan 
claiming partial compliance. This is similar in the case of Standard 2600 Resolution of 
Management's Acceptance of Risks. The most fully complied with Standard is Standard 1000 
in New Zealand (69 percent) while over 72 percent of respondents in Japan partially 
complied with Standards 2200 Engagement Planning and 2300 Performing the Engagement. 
When respondents were asked if the Standards or the Practice Advisories provide adequate 
guidance, the responses from all countries were positive (Table XI), while Japan provided the 
highest percentage of internal auditors who were satisfied with the adequacy of the guidance 
provided by the Standards. A significant difference (p=0.029<0.05) is found in the responses 
on Standard 2200 Engagement Planning where respondents from New Zealand gave a 
relatively lower response of 77.4 percent. In respect of the adequacy of the guidance given by 
Practice Advisories (Table XII), significant differences on PA 2300 Performing the 
Engagement (p=0.03<0.05) and on PA 2200 Engagement Planning (p=0.048<0.05) is found. 
The results suggest that internal auditors in New Zealand regarded PA 1300 Quality 
Assurance and Improvement Program, 2200 Engagement Planning and 2600 Resolution of 
Management's acceptance of Risks to be less adequate. 
While the above indicates a reasonable extent of usage and compliance, respondents have 
different views about why they did not use the Standards, either in whole or in part. 
Significant differences of opinions were found in the following: 
 Over 28 percent of internal auditors in Japan regarded the Standards or the Practice 
Advisories to be too complex. 
 Significantly more internal auditors in all countries except Australia believed that the 
Standards and Practice Advisories are too costly to comply with. 
 Over 20 percent of Chinese and Taiwanese internal auditors also claimed that the 
Standards and Practice Advisories had been superseded by local regulations. 
 Over one-third of the Chinese internal audit respondents also believed that a key 
reason for not complying with the Standards or the Practice Advisories was due to an 
inadequate number of internal audit staff. 
 It is however interesting that over 13 percent of the internal audit respondents 
attributed to the reason of “compliance not required in my country” as a reason for 
non-compliance (Table XIII). 
Technical and behavioral skills 
Amongst the most important technical skills perceived by CAEs, negotiating, risk analysis 
and the ability to understand the business were seen to be most important by all countries 
(Table XIV). However, forensic or fraud awareness was regarded very important by CAEs in 
China (100 percent), Chinese Taiwan (67.2 percent), Japan (58 percent) but less so in New 
Zealand (38.5 percent) and Australia (33.8 percent). On the other hand, Chinese CAEs 
regarded data collection and financial analysis skills, controls identification and prevention 
skills, interviewing, ISO knowledge and sampling, to be more important than CAEs of other 
countries. 
Overall, Table XIV shows some interesting results. While CAEs of all five countries 
regarded the importance of understanding the business and risk analysis skills, the following 
is noted: 
 Australian CAEs regarded understanding the business as the most important technical 
skill and statistical sampling the least important; 
 Chinese CAEs regarded a broad range of technical skills as important; 
 Taiwanese CAEs believed that ISO/quality knowledge, research skills and statistical 
sampling as being less important than other skills; 
 Japanese CAEs were less concerned with interviewing skills, ISO/quality knowledge, 
statistical sampling and total quality management skills; 
 New Zealand CAEs believed that the most important skills are risk analysis and 
understanding the business and that statistical sampling, data collection and analysis 
and ISO/quality knowledge were of less importance; and 
 there is no significant difference in the way how CAEs of all five countries perceived 
the importance of research skills, risk analysis skills and the capability of using 
information technology. 
Practitioners from all five countries believed that risk analysis and understanding the business 
as the most important technical skills, while negotiating is of less important amongst Chinese, 
Taiwanese and Japanese practitioners but more important with Australian and New Zealand 
practitioners. 
Leadership, ethical sensitivity in governance, and observing confidentiality, are the three 
behavioral skills regarded to be most important by CAEs of all five countries. The ability to 
work independently was also seen to be important to CAEs in Australia, China and New 
Zealand. However, CAEs in China, Taiwan, Japan and New Zealand regarded objectivity as 
more important than those in Australia, although the difference was not significant. It is 
noteworthy, however, that: 
 a significantly higher percentage of Australian CAEs (63.2 percent) compared with 
those in other countries perceived that relationship building skills are important; 
 there is a significantly higher percentage of Chinese CAEs compared with those in 
other countries who believe that staff management skills are important; 
 CAEs in Taiwan were more concerned that internal auditors should work well with all 
levels of management; 
 significant differences at 0.05 level are only found in the responses on relationship 
building, staff management, working well with all levels of management and working 
independently; 
 more CAEs in Australia and New Zealand believe that relationship building is 
important than those in other countries; 
 Chinese CAEs tend to be more concerned about staff management and both Chinese 
and Taiwanese CAEs regard working well with all levels of management as more 
important; and 
 CAEs in China also expect their internal auditors to be able to work independently. 
In terms of the required competencies to perform internal audits, practitioners in all the five 
countries believed that communication, analytical skills, and problem identification and 
solution, as relatively more important than other competencies. Foreign language skills were 
seen to be of less importance in Australia and New Zealand than in China and Taiwan. 
Discussion 
In general, all five countries in Table IX appear to be adopting the Standards with a relatively 
high percentage of usage (>75 percent). However, it is noteworthy that 50 percent of 
Australian audit staff did not use the Standards – this should be addressed with internal 
quality training. This phenomenon is supported, as a significantly less percentage of internal 
auditors claim full compliance (and more in partial compliance) for Standard 1300 Quality 
Assurance and Improvement Program, as shown in Table X. Although the answer to RQ1 is 
generally positive, there are some country differences. Thus, in respect of RQ2, we found 
some significant differences amongst the countries in respect of compliance. The overall 
average for full compliance for all Standards was higher in Australia (60.8 percent) and New 
Zealand (51 percent) than in China (38.8 percent), Taiwan (42.6 percent) and Japan (30.1 
percent). For RQ3, though internal auditors perceived that there was reasonable guidance 
provided by the Standards (Table XI) and by the Practice Advisories (Table XII), the results 
show that there were some concerns in respect of Standard 2600 Resolution of Management's 
Acceptance of Risks and the Practice Advisories for 1300 Quality Assurance and 
Improvement Program and 2600 Resolution of Management's Acceptance of Risks. 
For RQ4, there were a variety of reasons for internal auditors' lack of compliance with the 
Standards. In general, internal auditors in Australia were more concerned with the time spent 
in complying with the Standards and the lack of confidence that compliance would add value 
to the function. Chinese internal auditors on the other hand were more concerned with cost, 
time and the lack of internal audit staff. Taiwanese internal auditors regarded cost and lack of 
internal audit staff as a major rationale for non-compliance, while Japanese internal auditors 
believed that the Standards were too complex. Overall, cost and shortage of staff were seen to 
be the major factors that influenced non-compliance. 
In terms of technical and behavioral skills, RQ5 is addressed in Tables XIV-XVI. The 
technical skills perceived to be most important were the ability to understand the business and 
risk analysis skills. On the other hand, behavioral skills such as confidentiality, ethical 
governance and sensitivity, leadership and objectivity appear to be more important to internal 
auditors. For RQ6, internal auditors generally believed that communication skills, analytical 
skills and problem identification and solution skills were the more important competencies 
required to perform internal audit functions (Table XVII). 
Conclusion 
While the above research report provides some contextual background to the profile of 
internal audit in Australia, China, Taiwan, Japan and New Zealand, this paper does not deal 
with detailed analyses of the differences between countries. An overview is provided in 
respect of the compliance of the Standards and the reasons for non-compliance. It is also 
arguable that there were many similarities between the five countries in respect of the internal 
auditors' perceptions of the Standards, the adequacy of guidance and the reasons for non-
compliance. Moreover, the perceived importance for different technical and behavioral skills 
and competencies were largely similar amongst the five countries. Also, while both Australia 
and New Zealand had more established IAAs, there is major growth in internal audit in 
China, Taiwan and Japan, as shown in their usage of the Standards. 
This research report is subject to the following limitations. First, the low response rate means 
that the results must be interpreted with caution and cannot be generalized. Secondly, as the 
paper does not deal with cultural or country-specific issues, the results can only provide an 
overview of internal audit in these countries. Further investigation needs to be done to 
underpin some of the differences found. 
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